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THE DEPUTY SECRETARY OF THE TREASURY
waSHINGTON, D.C. 20220

Dear Mr, Spezker:

There is transmitted herewith 2 draft bill, "To authorigze
the Secretary of the Treasury to issue regulations to reguire
that wages and salaries of Federal emplovees be pzig by elec-
tronic funds transfer or any other method determined by the
Secretzry to be in the interest of economy or effectiveness,
with sufficient szfeguards over the contrel of, znd accounting
fer, public funds."

The primery purpese cof this bill is to improve opereting
efficiency, Increase productivity and .reduce the costs asso-
ciated with current payments of Federzl salaries and wages. 2
cost study of Federzl sazlary pzyments bzsed on fiscal year 1981
catz, reveals that it cost Trezsury $.28 for ezch salary check
1ssued. Other costs associzted with Federel selary -payments
mace by check zre borne by employing acencies a2nd not included
in this figure. These costs are not readily guantifiable in
terms of rezl sevings but it is estimzted that considerable
improvement in opereting efficiencies and productivity would
result. Costs associeted with payments currently made by
electronic funcs transfer ("EFT") zverage $.08 for each salary
payment made. Bzse¢ on these dztz, savings of approximately
£.20 ere reelizecé for each Federzl szlery pesyment thet is con-

“verted from check to EFT.

Treesury begen & program in 1978 to promote the conversion
of Federezl selary pezyments to EFT. This program is commonly
czlied the Direct Deposit Program. It hzs been highly success-
ful egné well received in those agencies where it has been im-
piemented. As of December 1982, there were zpproximately 2.8
million Federal employees. Approximately 74 million payments
of net pay are made annvally by Treasury ené other disbursing
activities.
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”

Conversion of Federal salary payments to EFT will totally
eliminate the possibility that these payments will be lost or
stolen from employees in cirzcumstances that obligate the United
States to meke replacement payments. Payments made without
checks will preclude the possibility that checks will be stolen
znd forged, - '

The draft bill authorizes the Secretary of the Treasury to
issuve regulztions reguiring that weces 2nd szlaries of Federal
employees be paid by EFT, or by other methods determined to be
economical, sazfe and effective. However, the Secretary would
have sufficient discretion te permit checks to continue to be
used for some categories ¢f wage and sazlary pzyments &nd indi-
viduzl circumstances. That flexibility would be exercised in
the regulztions issved under the statute., The bill retzins the
Secretary's authority to meke payments ©f other then wages and
seélaries by means other than check, when the recipient of the
peyment so reguests. 31 U.S.C. 3332(f). The dreft bill also
euthorizes the Secretary to set &n upper limit on the number of
ellotments an employee may make under any zllotment zuthority.

It would be eapprecizted if you would lay this proposed
£ill before the House of Representatives. &an identical bill
hés been transmitted to the President of the Senzte.

The Office of Management and Budget has &dvised +thzt the
proposed legislztion is consistent with the President's
program.

Sincereiy,

P lhed

McNamar

The Honorable
Thomas P. O'Neill, Jr.
Speaker of the Rouse

of Representatives
washington, D.C., 20515

Enclosure
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A& BILL

To authorize the Secreta;y of the Treasury to issue regulations
to reguire that wages and salaries of Federal employees be paid
by electronic funds transfer or any other method determined by
the Secretary to be in the interest of economy or effective-
‘ness, with sufficient safeguards over the control of, and

accounting for, public funds.

Be it enacted by the Senate and House of Representatives of the

United States of America in Congress assembled, That section

3332 of title 31, United States Code, is amended by striking
subsections (b), (¢}, (d), and (e), and substituting the fol-

lowing subsections (b)), (c), and (d) in lieu thereof:

"{B).Notwithstanding -any-other. provision: of -
£3aw, the iSecTetatyiof the Treasury mawsissue
iregulations reguiring:that; where he determines

At to be.practicable, wages and salaries of

-
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employees of each agency bé peié by electronic
funds transfer or any 6ther method determined by
the Secretary to be in the interest of economy
or effectivenesss, with suéficient sefeguards
over the control of, and acéounting for, public
funds. IThesSscreTprysnaydssielregilations-re-
guiring. employees:pi, eact agency.to. designate’
the.financial . orgenizeation 1heyicﬁoose,:o re- -
ceive payments of their wages and selaries.

The head of each agency shall include in cer-
tifications of payments of wages and szlaries
information required by the Secretery about the

financial orgenizations chosen by the agency's

employees.

"{c) Pazyment of an amount by the Usited
States by methods suthorized pursuant to sub-
sections {(b) or (e) of this section, &ng
accepted by a financial organization for hand-
ling in accordance with appliceble regulations,
shall constitute full acéuittance of the United

States for that amount.

- m——
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"{&) The Secretgfy may include in the reg-
uletions issued pursueﬁ; to this subsection &
limit on the number of allotments thet may be
made from any pzyment when,rin the Secretary's
judgment, such 2 limi; is desirable to protect
the Government's disﬁursing systems against un-

rezsonable expense."

Sec. 2. That subsection (£f) ef section 3332 of title 31,
United Staztes Code, is redesignzted subsection (e) a2nd is
amenced by adding "of other then wages zné salaries" zfter

"pazyment.”

Sec. 3. Theat subsection {(g) of section 2332 of title 31,
United Stztes Code, is redesignzted subsection (£f) and is
amenced by striking "The" in the first sentence and substi-
tuting in lieu thereof "Notwithstanding subsection (b) ;f this

sectien, the."

Sec. ¢4, This Act shell be effective upon enasciment.

-
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